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SUBJECT: PRUDENTIAL PROBLEM 

REF: BRASILIA 1094 

1. SUMMARY: FONOFF AIDE MEMOIRE WAS HANDED TO 
EMBASSY ON FEBRUARY 24 IN RESPONSE TO OUR AIDE MEMOIRE 
ON THE PRUDENTIAL PROBLEM. END SUMMARY. 

2. FOLLOWING POINTS WERE MADE: 

A) BILATERAL AGREEMENTS BETWEEN BRAZIL AND ARGENTINA, 

CHILE AND PERU FOLLOW THE FUNDAMENTAL PRINCIPLES OF 
BRAZILIAN MERCANTILE POLICY. 

B) BRAZIL USES THE 40-40-20 FORMULA ADOPTED BY THE 
CODE OF CONDUCT FOR LINER CONFERENCES, EXCEPT FOR 
SHORT ROUTES OR ROUTES WITH SMALL AMOUNT OF CARGO. 

FOR THESE THE FORMULA IS 50-50. 

C) PRIORITY GRANTED TO LAFTA COUNTRIES IS IN ACCORD 
WITH BRAZILIAN POLICY OF SUPPORTING LAFTA. HOWEVER, 

WAIVERS CAN BE GRANTED TO OTHER FLAG VESSELS BY SUNAMAM: 

D) THE SERVICE PRESENTLY BEING PROVIDED BY LLOYD 
LIBRA BETWEEN BRAZIL AND ARGENTINA, CHILE AND PERU 

IS REGUALR AND SATISFACTORY. MESSRS. WENZELL AND WATERHOUSE 
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E) TRAFFIC BETWEEN THE US PACIFIC COAST AND BRAZIL 

IS REGULATED BY A CONFERENCE, OF WHICH BOTH PRUDENTIAL 
AND LLOYD ARE MEMBERS. 

F) PRUDENTIAL'S ROUND-THE-HORN ROUTE IS NOT A 
TYPICAL CARGO ROUTE, BUT RATHER A TOURIST PASSENGER 
SERVICE THAT ALSO CARRIES CONTAINER CARGO. THIS GIVES 
PRUDENTIAL A MARGINAL ADVANTAGE OVER ITS COMPETITORS, SINCE 
IT GRANTS THEM PRIORITY DOCKING PRIVILEGES. 

G) THE TRANSPORT OF CARGO BY BRAZILIAN SHIPS AND 

FROM US PORTS AS WELL AS THIRD COUNTRY PORTS IS REGULATED 
BY LINER CONFERENCES. CONFERENCE REGULATION CANNOT 
PRESENTLY BE APPLIED TO THE PRUDENTIAL CASE. 

H) THE BILATERAL AGREEMENTS PRESENTLY IN FORCE WITH 
ARGENINA, CHILE AND PERU ARE WITHIN THE PER VIEW OF THE 
SIGNATORIES, AND ARE NOT OPEN TO QUESTION BY THIRD COUNTRIES. 

3. ABOVE POINTS CONFIRM VIRWS TRANSMITTED ORALLY BY FONOFF 
REPRESENTATIVES TO MESSRS. WATERHOUSE AND WENZELL 
DURING THEIR RECENT VISIT, AND VIEWS EXPRESSED SUBSEQUENTLY BY 
FONOFF REPORTED IN REFTEL. EMBASSY WILL TRANSMIT FULL 
AIDE MEMOIRE VIA AIRGRAM. 

CRIMMINS 
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